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Important Notice and Disclaimer 

"Macquarie Capital" refers to Macquarie Capital Group Limited, its worldwide subsidiaries and the funds or other investment vehicles that they 

manage. Macquarie Capital Group Limited is an indirect, wholly-owned subsidiary of Macquarie Group Limited.  

This document and its contents are confidential to the person(s) to whom it is delivered and should not be copied or distributed, in whole or in part, or 

its contents disclosed by such person(s) to any other person. Notwithstanding the foregoing, the recipient (which includes each employee, 

representative, or other agent of the recipient) is hereby expressly authorized to disclose to any and all persons, without limitation of any kind, the tax 

structure and US federal income tax treatment of the proposed transaction and all materials of any kind (including opinions and other tax analysis) if 

any, that are provided to the recipient related to the tax structure and US federal income tax treatment. 

This document does not constitute an offer to sell or a solicitation of an offer to buy any securities. It is an outline of matters for discussion only. You 

may not rely upon this document in evaluating the merits of investing in any securities referred to herein. This document does not constitute and 

should not be interpreted as either an investment recommendation or advice, including legal, tax or accounting advice.  

Future results are impossible to predict. Opinions and estimates offered in this presentation constitute our judgment and are subject to change without 

notice, as are statements about market trends, which are based on current market conditions. This presentation may include forward-looking 

statements that represent opinions, estimates and forecasts, which may not be realized. We believe the information provided herein is reliable, as of 

the date hereof, but do not warrant its accuracy or completeness. In preparing these materials, we have relied upon and assumed, without 

independent verification, the accuracy and completeness of all information available from public sources. 

Nothing in this document contains a commitment from any member of Macquarie Capital to subscribe for securities, to provide debt, to arrange any 

facility, to invest in any way in any transaction described herein or otherwise imposes any obligation on Macquarie Capital. Macquarie Capital does 

not guarantee the performance or return of capital from investments. Any participation by Macquarie Capital in any transaction would be subject to its 

internal approval process. 

None of the entities noted in this document are authorized deposit-taking institutions for the purposes of the Banking Act 1959 (Commonwealth of 

Australia). The obligations of these entities do not represent deposits or other liabilities of Macquarie Bank Limited ABN 46 008 583 542 (MBL). MBL 

does not guarantee or otherwise provide assurance in respect of the obligations of these entities. 

CIRCULAR 230 DISCLOSURE 

Macquarie Capital does not provide any tax advice. Any tax statement herein regarding any US federal income tax is not intended or written to be 

used, and cannot be used, by any taxpayer for the purpose of avoiding any penalties. Any such statement herein was written to support the marketing 

or promotion of the transaction(s) or matter(s) to which the statement relates. Each taxpayer should seek advice based on the taxpayer's particular 

circumstances from an independent tax advisor. 

 2015 Macquarie Capital (USA) Inc. 
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Macquarie Overview 

A global, diversified financial services provider 

Note: Figures as of September 30, 2014; numbers exclude some JVs. Macquarie Capital statistics include acquisitions  

Macquarie Group by the Numbers Macquarie Capital by the Numbers 

$17.0bn+ 
 Market 

Capitalization 

$369bn+ 
 in total AUM 

13,900+  
staff across 70+ 

offices in 28+ 

countries 

$262bn+  
advising on 

500+M&A deals 

since 2009 

$61bn+  

in debt financing 

raised since 2011 

$117bn+  
of equity raised as 

bookrunner since 

2009 

$315bn+  
advising on 

600+M&A deals 

since 2009 

$215bn+  

in debt financing 

raised since 2009 

$407bn+  
of equity raised as 

bookrunner since 

2009 

 Global provider of banking, 

financial advisory, investment 

and funds management services 

 Founded in 1969 as the 

Australian subsidiary of UK 

merchant bank Hill Samuel 

 Established and growing 

presence in the US since 1994 

— ~3,000 staff in the US 

 Listed on Australian Securities 

Exchange (ASX:MQG) since 

1996  

 A2/A credit rating (S&P) 

Macquarie Group at a Glance 

FICC  
Fixed Income, Currency 
& Commodities 

MSG 
Macquarie Securities 

CAF 
Corporate & Asset 
Finance 

MACCAP 
Macquarie Capital 

MFG 
Macquarie Funds Group 

Macquarie Capital Overview 

M&A 

Equity Capital 

Markets 

Debt Capital 

Markets 

Restructuring Principal Investing 

Private 

Capital 

Markets 

Macquarie 

Capital 
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Commitment to Client Success 

Macquarie offers a full-service platform to clients 

We are a full-service, 

capital provider with a 

diverse client base and 

market leading presence 

 Over 200+ years 

infrastructure 

advisory experience 

among senior 

members 

 Funds and Advisory 

aligned with separate 

balance sheets and 

reporting lines 

 Deep debt and equity 

capital markets 

expertise 

 Ability to tap the 

global strengths of 

Macquarie across all 

continents  

 Balance sheet will 

underwrite across the 

capital structure to 

support clients and 

infrastructure 

opportunities 

Independent 

Advisory Team  

Extensive 

Underwriting 

Capacity 

The Infrastructure 

Specialist 

Full Product 

Platform 

Best Project 
Finance 
Advisor  

2013 

Global Social 
Infrastructure 

Deal of the Year 
2013 

Most Innovative Bank 
Project Finance / 

Infrastructure 
2014 

Best in Global  
Project Finance by 

Deal Value  
2014 
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Macquarie has extensive experience in fiber optic and telecom transactions and 
was an original equity investor in one of Australia’s first long-haul fiber networks 

Select Fiber & Telecom Experience 

$223 million 

P3 project to complete the 
UTOPIA FTTH network  

 

 

Sponsor, Debt Arranger, 
and Financial Advisor 

Pending 

A$11 billion 

Structural separation of 
incumbent telco to allow 

for Australia’s NBN 

 
 

Financial Advisor 

2012 

$250 - 350 million 

30-year concession for 
new statewide middle mile 

network in Kentucky 

 

Sponsor, Debt Arranger, 
and Financial Advisor 

Pending 

A$855 million 

Sale of 70% of Leighton 
Holding’s fiber and telco 

assets to OTPP 

 
 

Financial Advisor 

2012 

£4.5 billion 

Advised and invested in 
refinancing of debt and 

equity 

 
Principal Investor, 
Financial Advisor 

2013 

Confidential 

Acquisition of remaining 
50% from CPPIB 

 
 

Principal Investor, 
Financial Advisor 

2011 

US$4.8 billion 

Sale of fourth largest tower 
company in the US owned 

by Macquarie 
Infrastructure Partners 

 
Financial Advisor 

2013 

Confidential 

JV to form Mexico’s 
second largest 

independent telecoms 
tower business, Mexico 

Tower Partners 

Financial Advisor 

2014 
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Select PPP & Infrastructure Experience 

US$2.1 billion 

58 year concession of the 
Midtown Tunnel in Norfolk, 

Virginia 

 

Sponsor, Financial Advisor 

2012 

US$1.2 billion 

35 year concession of PR-5 
and PR-22 Toll Roads in 

Puerto Rico 

 

Financial Advisor 

2011 

US$2.1 billion 

35 year concession of the 
Denver FasTracks 

commuter-rail project 

 

Sponsor, Financial Advisor 

2010 

US$1.2 billion 

39 year concession for the 
Goethals Bridge between 

NY and NJ 

 

Financial Advisor 

2013 

North American Infrastructure Specialist 

77% 
US PPP market  

share based on  

total deal value  

since 20091 

20+  
 Major North 

American 

infrastructure  

advisory 

mandates closed 

since 2010 

#1 
Financial service 

firm for global 
infrastructure 

transactions as 
Financial Advisor 

in the last 5 
years3 

67%  
 US PPP 

transaction 

involvement since 

20092 

Advised on over 

$14bn of 

transportation 

deals closed over 

the  

last 5 years 

Advised on over 

$21bn of  

utilities, power & 

renewables 

transactions in the  

last 5 years 

1. US P3 market share based on enterprise value of Macquarie-led transportation transactions 2009-2013 above $500m; 2. US P3 transaction involvement based 

on number of Macquarie-led transportation transactions 2009-2013 above $500m; 3. Infrastructure Journal Corporate Finance League Tables 2009-2013 

http://www.rtd-fastracks.com/
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PPP Success in North America 

Macquarie has successfully developed, invested, advised and arranged 
equity and debt financing for a full range of PPP projects in North America 

407 ETR 

CRCHUM 

Autoroute-25 

SE Edmonton  

Ring Road 

Sea-to-Sky Highway 

Port of Miami Tunnel 

Denver FasTracks 

North Tarrant Express 

Chicago Skyway 

Midtown Tunnel 

Indiana Toll Road 

I-595 Corridor 

South Bay Expressway 

Abbotsford Hospital 

Gordon and Leslie Diamond 

Health Care Centre  

IH-635 LBJ  

Managed Lanes 

Dulles Greenway 

Goethals Bridge 

Canada Line 

Evergreen Line 

Kentucky Middle Mile 

Fiber Network 

Maryland Purple Line 

UC Merced Campus 

Expansion 

Currently in Development 

Currently in Procurement 

UTOPIA Network 



PAGE 10 

Trusted by Communities 

Every day ~100 million people use essential services provided by 
Macquarie-managed businesses 

 

Electricity 

+2 million households 

Airports 

+97 million passengers per annum 

Roads 

+13 million vehicles per day 

Rail 

+3 million passengers per annum 

Ferris 

+6 million passengers per annum 

Sea Ports 

+4 million standard container units 

handled per annum 

Car Parks 

+190,000 car spaces 

Communications 

+76 million people through television, 

telephone and radio infrastructure 

Gas 

+22 million households 

Water 

+4 million households 

Aged Care / Retirement Villages 

+3,250 beds 

Employees 

+63,000 across the portfolio businesses 

Note: Data as at 31 March 2014 or most recent. 



STRICTLY CONFIDENTIAL 

02 
Broadband as a Utility 



PAGE 12 

Americans lack real choices among providers of high-

speed internet services, with fewer than 1 in 4 homes 

having access to two or more providers of the 

broadband speeds that are quickly becoming ‘table 

stakes’ in modern communications 

  

Tom Wheeler, FCC Chairman, September 2014 

Quote from FCC Chairman 
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Broadband is a Utility 

JOB GROWTH 
Maximize participation opportunities 

 

 

 

CONSUMER DEMAND 
Enabling platform for new products 

 

 

 

ECONOMIC GROWTH 
Faster speeds, more opportunities 

 

Potential to add up to $500bn to US GDP 

 

PRODUCTIVITY 
More connectivity enhances flexibility 

 

Broadband solutions have generated $7bn 

of savings in the US healthcare sector 

COMMUNITY 
Linking rural and urban areas 

 

 

CAPACITY CONSTRAINTS 
Future proof technology 

 
Fiber does not have the same capacity 

constraints as DSL and copper networks 

Attract, train and retain workers 

Reduces entry barriers 

(transport, etc) 

Fiber does not have the same 

capacity constraints as DSL 

and copper networks 

Broadband spans the digital 

divide and allows delivery of 

essential services 

Broadband solutions generated 

$7bn of savings in the 

healthcare sector 

Potential to add up to $500 

billion to the United States’ 

GDP 

“Broadband is not 

just an 

infrastructure…it is a 

general purpose 

technology” 
 

-World Bank 

“As a general 

purpose technology, 

broadband can be 

used as a key input in 

nearly all industries” 

 
-European Commission 
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Fiber Connections Achieve Greater 
User Satisfaction 

Fiber is technologically superior to competing third party networks, and 
the performance based PPP model ensures reliability 

51% 
53% 53% 

42% 

62% 

42% 

48% 

31% 32% 

36% 

23% 

40% 

30% 

36% 

26% 27% 

31% 

20% 

39% 

30% 

36% 

27% 26% 

35% 

19% 

36% 
33% 33% 

Download Upload Consistency Streaming 
Quality 

Service Uptime Customer 
Service 

Security 

Speeds Reliability 
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Fiber Cable DSL Wireless 

Source: The State of North American FTTH, RVA LLC 2013 

2013 Customer Satisfaction Survey Results 
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Economic Development 

Demand for change in the current state of broadband internet has 
created many unique infrastructure opportunities for Macquarie 

Bristol, Virginia 

 1,220 new jobs by 2008 

 $50 million in private investment 

 $37 million in annual payrolls 

 Diversifying coal-producing counties 

Chattanooga, Tennessee 

 Volkswagen plant created 3,200 jobs 

and $1.4 billion total tax revenues for 

Tennessee  

 Claris Networks moved data center from 

Knoxville “just because of the 

network” 

“Chattanooga’s investment in community broadband has…made this mid-size city in the 

Tennessee Valley a hub for the high-tech jobs people usually associate with Silicon Valley” 
 

Tom Wheeler, FCC Chairman, June 2014 
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Greater Competition Delivers Greater 
Value for Users 

Competition creates value for users by pushing incumbents to increase 
product quality and reduce prices 

AUSTIN 

 

 

 

 Developed its own gigabit network, priced at $70-100/month 

 Beat Google Fiber to market 

 

 

 

 Developed its own gigabit network, priced at $65/month 

 Beat Google Fiber to market 

 

 

 

 Introduced 300 Mbps service tier 

 Plans for a citywide Wi-Fi network 

GREATER TEXAS 

 Introduced 300Mbps product for $65/month, tripling previous maximum speeds available near 

Austin 

 Service available to all residential premises in Leader and Pflugerville, and potentially Georgetown 

 Introduced 1 Gbps service for San Antonio bedroom communities to ‘get in front of Google Fiber’ 

 Service allows rural communities to compete for jobs with San Antonio, 7th largest city in the US 

Impact of Gigabit Competition in Texas 
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AT&T to match Google Fiber speeds, prices in 

Kansas City and suburbs… the company clearly aimed 

its prices to compete with Google Fiber 

 

Kansas Star News, February 2015 

 

1 Gbps is such a leap in terms of speeds, it’s 

nothing we would have even considered doing without 

Google in the market 

 

Matt Murphy, Grande CEO, April 2014 

Competition Drives Change 
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 Majority of networks are proprietary and new entrants face significant capital hurdles to compete 

 Lack of competition often leads to higher prices and lower quality services for consumers 

 Proprietary networks owned by incumbents who also provide service present major conflicts of interest 

What is Open Access? 

Open Access Network Model Overview 

A network operating under the open access model usually exhibit one or more of the following: 

1. Critical infrastructure made available to all network users on an equal basis 

2. Transparent and reasonable pricing on network services; possibly at regulated prices  

3. Operator of the network does not compete directly with users of the network 

Why is Open Access Necessary? 
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Benefits of Open Access 

Lack of Basic Broadband in America 

 Nearly one-fifth of all Americans (~55 million) lack access to basic broadband services based 

on new definition (25 Mbps down/ 1 Mbps up) 

 Under old definition of broadband (4 Mbps down/ 1 Mbps up), nearly one-fourth of rural 

Americans lack access to basic broadband services 

 Reduction in barriers of entry for local ISP’s 

 Promotes competition among service providers 

 Elimination of conflicts of interest 

 Uniform technical and commercial standards 

More Competition Leads to Better, Faster, and Cheaper Broadband 

 Kansas saw a 97% surge in speeds to 34.4 Mbps after Google announced its fiber deployment 
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Increased competition from the open access model will lead to greater 
consumer choices and lower end user prices 

Internet Service Provider Options at Various Speed Tiers (Advertised Speeds) 

Importance of Open Access 

6.3% 8.4% 
19.4% 21.0% 

18.9% 

30.3% 

55.3% 
61.4% 

60.1% 

51.5% 

22.9% 
16.0% 14.6% 9.8% 

2.4% 1.6% 

-% 

10% 

20% 

30% 

40% 

50% 

60% 

70% 

80% 

90% 

100% 

4Mbps / 1Mpbs 10Mbps / 0.8Mbps 25Mbps / 3Mbps 50Mbps / 3Mbps 
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U

S
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o
m

e
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Zero One Two Three or More 

 Almost 75% and 82% of homes have no choice in providers at 25 Mbps / 3Mbps and 50 Mbps / 3 Mbps 

speed tiers respectively 

 Even at mid-tier speeds nearly 39% of homes have no choice in providers 

 

Extremely Limited Choice at Higher Speed Tiers 
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The Macquarie Model 

SCALE 
 Having a project with significant scale will maximize competition benefits and 

attract market leading vendors to bid for the contract 

 

GOVERNMENT 
BACKSTOP 

 Government backing is important both politically and commercially as creditors 

require strong financial backing to allow for significant leverage at efficient cost 

of capital 
 

OPEN ACCESS   Open access model drives significant economic impact for cities / state while 

increasing competition amongst service providers on and off the network 

 

UPSIDE 
SHARING 

 Alignment of benefits between private sector and the government promotes 

collaboration and reduces ongoing financial burden 

 

LONG-TERM 
 Duration of contracts that span 15-30 years ensure that all stakeholders are 

committed to delivering a sustainable and successful project  
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Benefits of the Macquarie Model 

DELIVERY 
SCHEDULE 

 PPP delivery will typically result in significantly faster design and construction 

delivering an operating system as much as two years earlier than conventional 

procurement  
 

RISK 
TRANSFER 

 Design-Bid-Build approach leaves the public sector with significant design and 

interface management risk, which requires monitoring and often leads to cost 

overruns and delays 

 PPP delivery ensures on-time and on-budget completion and provides certainty 

of quality performance within the operating and maintenance budget for the 

entire concession 
 

COST 
SAVINGS 

 

 PPP delivery will attract a broader and more competitive design and 

construction market, which is currently delivering in excess of 20% cost savings 

in civil projects globally 

 Integration of design and construction with operations and maintenance under 

PPP delivery typically achieves lifecycle cost savings in excess of 20% 
 

FUNDING 
AVAILABILITY 

 Faster delivery, risk transfer, and cost savings will allow the public sector to get 

more projects done with the same allocation of funding sources  
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PPPs Promote Competition 

PPP model provides users real choice through a guaranteed open 
access network 

FCC’s strong support for greater competition is potentially a defense against 

incumbents challenging the model 

PPP structure mitigates  

demand risk and allows private  

partner to maximize network build 

Elimination of market entry  

barrier creates opportunities for  

local ISPs to grow and drive competition 

Open access model that  

separates the infrastructure 

from services provided on the network 

PPP model delivers users  

more access, more choice,  

higher speeds and lower costs 
PPP 

Fiber 

Highway 
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Risk Transfer in PPP Structures 

Private Sector Risk DB DBO(M) DBF DBFO(M) 

Design-Build 

Design-Build-

Operate-

Maintain 

Design-Build-

Finance 

Design-Build-

Finance-

Operate-Maintain 

Design Risk     

Construction Risk     

Maintenance Risk Public  Public  

Operations Risk Public  Public  

Finance Risk  Public Public   

Ownership Risk Public Public Public  

Demand Risk  Public Public Public Public / Shared 

Increasing transfer of risk from Government to Private Sector 

DBFO(M) approach maximizes long-term transfer of risk to the private 
sector 
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PPP Contractual Structure 

Fixed nature of the cashflows minimizes lenders’ risk exposure and 
permits a highly leveraged capital structure with an efficient cost of capital 

Interest & 

Principal 

Non-Recourse  

Project Debt 

Equity 

Contribution 

Equity 

Distributions 

Government 

Network 

Payments 

Debt  

Financiers 
Concessionaire 

Equity 

Investors 

Network 

Users 

Design-Build 

Contractor 

Network  

Operator 

Fixed-Price, Date 

Certain DB Contract 

Long-Term 

Operating Agreement 

Cash Inflows to Concessionaire 

Cash Outflows from Concessionaire 

LEGEND 

Revenue 

Share 
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Funding Models for Fiber PPPs 

A wide range of flexible funding models exist for governments to support 
PPPs 

Government receives significant share of incremental revenues generated from the Network 

Last Mile (UTOPIA) 
 

 

 

 

 All home and business 

owners in the footprint pay a 

Utility Fee and are entitled to 

a Basic Service 

 Utility Fee is collected by 

Cities 

 Cities remit Availability 

Payment sized to be the 

sum of the Utility Fees to 

Project Co 

 Cities backstop Utility Fee in 

event of shortfall 

Middle Mile (Kentucky) 
 

 

 

 

 State makes monthly 

availability payments directly 

to Project Co for 30 year 

term 

 Payments replace current 

payments to incumbents 

 State collects from, or 

doesn’t provide funding to, 

individual sites 

 State provides the 

“backstop” for the payments 

Last Mile 
 

 

 

 

 Governments can consider 

payment directly from tax 

base or pledge specific tax 

revenue to fund expenses 

 Funding mechanic is similar 

to the one used for roads, 

schools, libraries etc. 
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 E-Rate aims to make telecommunications and information services more affordable for eligible schools and libraries 

by providing discounted services 

 The E-Rate discount is determined using eligibility in the National School Lunch and Breakfast Programs 

 Latest round of modernization in December 2014 added incentives such as: 

— Equalizing the Treatment of Lit and Dark Fiber 

— Permitting Self-Construction of High-Speed Broadband Networks 

— Additional Discounts When States Match Funds for High-Speed Broadband Construction (10% cap) 

— Increased E-Rate Cap to Meet the Program’s Connectivity Goals 

Overview 

E-Rate Overview 

2,500 
 

(Students Eligible 

in District) 

5,000 
 

(District’s Total 

Enrollment) 

1.6x 
 

 

(CEP Multiplier) 

80% 
 

 

(E-Rate Discount) 

50% 

E-Rate Discount Calculation 

Latest round of E-Rate modernization creates significant opportunities 
for schools and libraries to develop fiber and broadband networks 
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Macquarie recommends the PDA approach to maximize interaction 
between the Cities and contracting partner to deliver a bespoke solution 
that meets all requirements 

PPP Procurement Methods 

RFP - Qualifications 
 

 

 

 Focused on qualifications and 

proposed approach to network 

deployment 

 Less time and cost intensive 

approach increases competitive 

tension while allowing Cities to 

evaluate various approaches 

 Results in selection of preferred 

business model and partner to 

work on a exclusive basis to 

finalize project cost and 

contractual terms 

 Successfully utilized by the 

Commonwealth to select 

Macquarie to implement its 

statewide middle mile network 

 

Pre-Development Agreement 
 

 

 

 “PDA” approach aims to partner 

with the Cities through an 

exclusive, legally binding 

contract that utilizes a series of 

milestones to deliver the project 

in an open-book manner 

 A comprehensive feasibility 

study on the viability of the 

PPP, including not-to-exceed 

project costs and preliminary 

contracts are typically delivered 

as the first Milestone 

 Milestone approach allows 

Cities to retain flexibility to 

pursue alternative options 

should the PPP not deliver 

value for money 

RFP – Hard Money 
 

 

 

 Cities creates project scope 

and requirements 

 Typically involves a process to 

shortlist qualified respondents 

before proceeding with RFP 

 Requires respondents to submit 

substantially complete 

proposals  

 High cost of bidding may have 

deterring effect and limit the 

number of entities willing to 

respond 

 Stipends for unsuccessful 

bidders can be offered to 

incentivize participation in the 

RFP 

 

1 2 3 
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 Confirmation of PPP as preferred 

development model 

 Refine cost and schedule estimates 

 Project contracts and risk allocation 

 Credibility of technical and 

financing solutions 

 Committed financing solution 

 Revenue sharing models and 

Cities’ upside participation 

 Ability of the models to 

achieve Cities’ objectives 

 Costs and benefits of the 

Cities’ alternatives 

 Payment mechanism 

considerations 

 Review of existing 

resources that 

could mitigate 

project costs  

 Key risks and risk 

transfer 

 Indicative costs 

and rollout timeline 

 Financial feasibility 

and red flag review 

 Identify potential 

service providers 

Staged process to efficiently develop a technically and financially feasible network solution, maximizing 

the Cities’ opportunity to capitalize on growth opportunities from a reliable, ubiquitous fiber network 

Execution  

& Close 

 

Feasibility 

Commercial 

Negotiation 

 Finalize project 

contracts 

 Finalize financing 

documentation 

 Raise the 

financing in 

the markets 

 Commence 

network 

construction 

Project 

Delivery 

Benefits of the Milestone Approach 
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Pre-development agreement establishes an efficient framework that expedites the 
PPP’s implementation but provides sufficient flexibility for the Cities to achieve 
value for money 

 Pre-development agreement (PDA) establishes a framework to bring the project to financial close 

— Exclusive, legally binding contract 

 Milestone approach creates tangible decision points for the Cities, and facilitate off-ramps for the 

Cities 

— Off-ramps provide Cities sufficient flexibility during development process to maximize value for 

money 

— Completion of each milestone represents greater certainty and greater commitment by the parties 

 All development costs incurred up to financial close will be funded by Macquarie and its partners 

— These costs will only become reimbursable by the Cities if an off-ramp is selected 

— Budgets are agreed prior to each milestone 

— Cities are responsible for costs of its own advisors 

 PDA will be superseded by binding project contracts at financial close 

 Initial milestone estimated to cost ~$500,000 to $1 million with a duration of 4 – 6 months 

 
The Pre-Development Agreement 
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Critical Success Factors 

We believe the following elements are critical in delivering a successful 
broadband PPP project 

 

STRONG POLITICAL WILL 

 

 

 

 

 Incumbents may resist strongly 

 Payment stream may be 

contentious 

 Streamlined permitting and ROW 

process critical to mitigate cost 

OPEN ACCESS NETWORK 

 

 

 

 

 Minimizes barriers to entry 

 Improves end user pricing 

 Promotes innovative services 

 Incents efficient deployment of 

capital 

EDUCATION 

 

 

 

 

 Stickiness of incumbents not to 

be underestimated 

 Effective awareness campaign 

GOVERNANCE & EXECUTION 

 

 

 

 

 Critical that Cities create effective 

governance structure to interface 

with developer and move project 

forward efficiently 

 Considerable dedication of 

internal and external resources 

will be required 

STAKEHOLDER ALIGNMENT 

 

 

 

 

 Shared upside with government 

and ISPs 

 Balanced incentives to maximize 

update & stakeholder 

participation 

 “Buy Local” 

GLOBAL VIEW 

 

 

 

 

 Consider broader impact on 

issues such as economic 

development, shrinking the digital 

divide, and educational and 

healthcare benefits 
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Development of an integrated, statewide fiber network to consolidate 
the State’s existing infrastructure, bridge the digital divide in rural areas 
and encourage economic development 

 Project Overview 

Kentucky Middle Mile  

Promote economic development 

— Share the backbone with private sector 

— Use the backbone to recruit companies to Kentucky 
 

Support collaboration between private and public sectors 

— Research opportunities 

— Education and public sector opportunities 
 

Access to Eastern Kentucky and rural areas 

— Network will bridge service gaps and enable private 

vendors to better deliver network services 
 

Increase economies of scale 

— Elimination of duplicate network infrastructure projects 

— Combine buying power of public sector 

 Commonwealth of Kentucky is developing a 

statewide, middle mile fiber network to connect key 

sites and support economic development 

 Selected as highest ranked bidder by the 

Commonwealth in October 2014 following a 

competitive RFP process 

 Macquarie-led consortium includes First Solutions P3, 

Ledcor Group, Black & Veatch, Fujitsu Network 

Communications, and local firm Bowlin Group 

 Expedited development process as Commonwealth is  

seeking to complete priority fiber rings as soon as 

possible to increase access in underserved areas 

Key Objectives of the Commonwealth 

1 

2 

3 

4 

“We are on an aggressive timeline and believe that the Macquarie team’s technical 

capabilities and history of innovative solutions are the best fit for this important 

project…” 
-Steve Beshear, Governor of Kentucky, December 2014 
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Application of the PPP model to new sector, delivering 1 Gbps fiber 
connections to over 100k+ premises in Utah 

 UTOPIA is a fiber to the home (FTTH) network in Utah 

— Macquarie seeking to expand the partially built network as a PPP as the developer and equity 

investor in both the PPP and Wholesaler 

— Exclusively negotiations with Macquarie governed by a Pre-Development Agreement  

 PPP financing to be secured by introduction of mandatory Utility Fee payable by all addresses 

— Payment of Utility Fee entitles users to basic connectivity at no charge 

— Open access business model aimed at facilitating competition 

 

Overview 

UTOPIA FTTH – Utah State 

#1 ranked fiber manufacturer globally 

(still in competition for DB contract) 

#1 ranked telecommunications contractor 2010-2014 

(still in competition for DB contract) 

 

 
World’s 3rd largest provider of IT services 

 

 

 
#1 broadband access provider globally (48% share) 

Participating Vendors 


